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Abstract 
Measurement as value determination is very important in the field of property and financial sources reporting. The choice of 
measurement base influences all accounting information necessary for making decisions by investors, creditors, suppliers, 
employees and other subjects in order to realize their plans. The paper aims, firstly, to characterize the processes of evaluation of 
biological assets and agricultural produce in accordance with International Accounting Standard (IAS) 41 in its current wording; 
secondly, to present the results of research conducted within the project SGS 2013-040 titled “A paradigm of development in the 
21st century and its influence on the behaviour of economic agents”, and, finally, to compare the findings with the solutions 
contained in Exposure Draft ED/2013/8 Agriculture: Bearer Plants (Proposed Amendments to IAS 16 and IAS 41), which was 
published by the International Accounting Standards Board (IASB) for comments to be received by 28th October 2013. In the 
paper the results of the research, conducted through a questionnaire survey on a sample of 104 agricultural enterprises, will be 
compared with the IASB´s proposed solutions. The purpose of this paper is to verify the hypothesis that can be formulated as 
follows: The opinions of most respondents, participating in the questionnaire survey are rather restrained as for the use of value 
measurement of biological assets and agricultural produce and therefore are not inconsistent with a solution adopted in the 
aforementioned Exposure Draft. 
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1. Introduction 
The explanatory power of accounting information is the key question for decision making of users of financial 
statements (Drábková, 2013). The explanatory power of almost all key financial indicators resulting from the 
accounting depends on the valuation method of assets and debts used in the given accounting system (Kovanicová, 
2003). The chosen valuation quantities are then reflected in the amounts of expenses/revenues of the current period 
and thus in the amount of profit or loss for the accounting period (Kovanicová, 2004). 
Informing about the processes at the enterprise level must be, in the extent corresponding with the contemporary 
knowledge, true and accurate, but most importantly in a comparable form. The International Reporting Standards 
IAS/IFRS should meet the requirements to strengthen the comparability of reported information about the financial 
performance and position of various companies operating in different national conditions (Paseková et al., 2012). 
These standards are generally not developed for specific business activities, majority of these standards are applied 
to all fields of activity in companies; therefore the need for a separate accounting provision in agriculture has been 
widely discussed. In the end, a separate standard, IAS 41 Agriculture, has been drawn up (Dvořáková, 2011).  
The International Financial Reporting Standards have been developed for companies, whose securities are traded 
on regulated markets (of the European Union, too). However, as the importance of small and medium-sized entities 
has been recently on the increase, the International Accounting Standards Board also issued after five years of effort 
in July 2009 the International Financial Reporting Standard for Small and Medium-sized Entities – the IFRS for 
SMEs (Bartůňková, 2012). This standard also addresses the issues of measurement of biological assets and 
agricultural produce, namely in Section 34 – Specialised Activities which deals with three specialised activities – 
agriculture, extractive activities and service concessions (Nerudová, 2009).  
This paper deals with the issues of measurement of biological assets and agricultural produce, especially the use 
of fair value on which the measurement according to IAS 41 as well as IFRS for SMEs has been based so far.  
Our paper has been one of the outputs of the specific research, conducted at the Faculty of Economics, UWB in 
Pilsen, titled: “A paradigm of development in the 21st century and its influence on the behaviour of economic 
agents”.  
2. Objectives 
This paper aims to: 
x first of all, to characterize measurement methods of biological assets at fair value in accordance with IAS 41 as 
currently amended, 
x inform about the issued Exposure Draft No. ED/2013/8, whose purpose is to amend the existing use of fair value 
according to IAS 41,  
x and also to present results of the research focusing on this theme and conducted through a questionnaire survey 
on a sample of 104 Czech agricultural enterprises.   
The purpose of the paper is to compare the research results with the solutions included in the Exposure Draft 
relating to the amendment of IAS 41 on the measurement of biological assets and thus to verify the hypothesis that 
can be formulated as follows: The opinions of majority of respondents participating in the questionnaire survey on 
using the fair value measurement for biological assets and agricultural produce are rather reserved; therefore, they 
are not in variance with the solution adopted in the aforementioned Exposure Draft.  
3. Materials and methods 
To meet the objectives mentioned above, an analysis of IAS 41 as well as Exposure Draft ED/2013/8 titled 
“Bearer Plants” and also a comparison with the partial results of the research focusing on the measurement of 
biological assets and agricultural produce will be needed. The final questionnaire survey was conducted on a sample 
of 104 agricultural enterprises. The role of respondents accorded with the role of economists in the aforementioned 
enterprises. This paper presents the conclusions of this survey, which are closely related to the measurement issues. 
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International Accounting Standard No. 41 prescribing the measurement of biological assets (and agricultural 
produce) requires these assets to be measured at their fair value less estimated costs to sell from initial recognition 
and at the end of each reporting period, with costs to sell defined as “incremental costs directly attributable to the 
disposal of an asset, excluding finance costs and income taxes” (IASB, 2012).  
There is a presumption that fair value can be measured reliably for a biological asset. That presumption can be 
rebutted only on initial recognition for a biological asset for which quoted market prices are not available and for 
which alternative fair value measurements are determined to be clearly unreliable. Only in such cases, IAS 41 
requires that the entity measures the biological assets on the basis of costs less any accumulated depreciation and 
any accumulated impairment losses. Once the fair value of biological assets becomes reliably measurable, an entity 
shall use it for their measurement (IASB, 2012). IAS 41 allows that costs may sometimes approximate fair value, 
particularly when:  
a) little biological transformation has taken place since initial cost incurrence (for example, for tree seedlings 
planted in a forest prior to the end of a reporting period); or  
b) the impact of the biological transformation on price is not expected to be material (for example, for the initial 
growth in a 30-50-year pine plantation production cycle) (IASB, 2012). 
An entity that has previously measured a biological asset at its fair value less estimated costs to sell may not use 
the acquisition costs, but must continue to measure the biological asset at its fair value less estimated costs to sell 
until its disposal.  
In addition, IAS 41 provides methods of determining the fair value and reporting changes resulting from the 
measurement. The quoted price in an active market for a biological asset (or agricultural produce) is an appropriate 
basis to determine the fair value of such an asset if, however, there is a market for such an asset.  
If an entity has an access to different active markets, according to IAS 41 it should use the market price that is 
most appropriate for it. For example, if an agricultural enterprise has access to two active markets, it shall use the 
current price of the market it expects to use (IASB, 2012). Otherwise, an active market for such a biological asset 
may not exist at all. Then the fair value may be determined using one or more of the following options if they are 
available: 
a) the most recent market transaction price, provided that there has not been a significant change in economic 
circumstances between the date of that transaction and the end of the reporting period,   
b) market prices for similar assets with adjustment to reflect differences (however, the standard does not prescribe 
specific ways of adjusting market prices by the differences mentioned above), and 
c) sector benchmarks such as the value of an orchard expressed by the quantity of harvested fruit (measured by the 
number of fruit crates or baskets), or the area in hectares, the value of livestock by kilograms of meat etc (IASB, 
2012).  
In some circumstances, however, there is no market determined price available for a biological asset, nor value 
corresponding with its current condition.  In such cases, to determine its fair value the entity shall use the present 
value of expected net cash flows from the asset discounted at a current market interest rate before tax, with the 
purpose of calculation of this net present value of expected cash flows being the determination of the fair value of 
the biological asset in its present location and condition (IASB, 2012).  
The standard also deals with cases, where entities enter into contracts to sell their biological assets or agricultural 
produce at a future date. It may happen that the fair value does not correspond with the contract prices. If the 
difference is negative, i.e. a contract for the sale of a biological asset or agricultural produce is an onerous contract, 
the standard suggests an application of IAS 37, by which it indicates that entities should make provisions for such 
contracts.  
When creating this standard, extensive discussions were held about the impact of fair value measurement. One 
approach was to disclose the revaluation differences within other items of equity either within the item – 
Revaluation Surplus, or in another way. The second approach, which the standard has eventually accepted, is to 
account for the revaluation differences in profit or loss, i.e. through accounts: 
x costs of revaluation at the fair value,  
x gains from revaluation at the fair value. 
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That means that Standard No. 41Agriculture requires changes in the fair value less costs to sell of a biological 
asset or agricultural produce to be included in net profit or loss of the period in which they occurred (IASB, 2012). 
Physical changes of live animals or plants during agricultural activities directly increase or decrease future economic 
benefits of an entity. However, the question remains how to disclose, tax and possibly distribute any unrealized 
gains from revaluation.  
Within the ongoing improvement of the text of individual standards, IAS 41 has been revised recently. This 
revision resulted in the publication of the Exposure Draft No. ED/2013/8. The IASB proposes to restrict the scope of 
the proposed amendments to bearer plants. The proposals define a bearer plant as a plant that is used in the 
production or supply of agricultural produce that is expected to bear produce for more than one period and that is not 
intended to be sold as a living plant or harvested as agricultural produce, except for incidental scrap sales. Under the 
proposals, if an entity grows plants both to bear produce and for sale as living plants or agricultural produce, apart 
from incidental scrap sales, it must continue to account for those plants within the scope of IAS 41 at fair value less 
costs to sell in their entirety (for example, trees that are cultivated for their lumber as well as their fruit) (IASB, 
ED/2013/8).  
The IASB proposes to include bearer plants within the scope of IAS 16. Consequently, entities would be 
permitted to choose either the cost model or the revaluation model for mature bearer plants subject to the 
requirements in IAS 16. All other biological assets related to agricultural activity will remain under the fair value 
model in IAS 41(IASB, ED/2013/8). 
Furthermore, the IASB proposes that the recognition and measurement requirements of IAS 16 can be applied to 
bearer plants without modification (IASB, ED/2013/8). 
The aforementioned Exposure Draft Agriculture: Bearer Plants was approved for publication by thirteen of the 
sixteen members of the International Accounting Standards Board (IASB). 
The International Accounting Standards Board also adopts solutions for small and medium-sized entities within 
the above-mentioned standard IFRS for SMEs. To measure the biological assets on initial recognition and at the end 
of each reporting period, Section 34 of the IFRS for SMEs also defines the fair value model – i.e. the fair value less 
costs to sell, with changes in fair value being accounted for also in profit or loss. According to the wording of 
section 34 (IASB, 2009), the quoted price in an active market that the entity expects to use is a suitable basis for 
determining fair value. However, if such a market does not exist, in accordance with IAS 41 it offers using the most 
recent market transaction price, a market price of similar assets with adjustment to reflect differences, or 
measurement by sector benchmarks in order to arrive at the most reliable estimate of fair value within a relatively 
small scope of justifiable estimates. The text of section 34 also contains the use of present value of expected net cash 
flows from the asset discounted at a current market interest rate.  
The only distinction of IFRS for SMEs from IAS 41 can be in section 34(8) which with respect to the size of 
businesses (for which this standard has been drawn up) allows to abandon the fair value in case that it cannot be 
determined without undue cost or effort. In this case the accounting entity may resort to the measurement at cost less 
accumulated depreciation and accumulated impairment losses (IASB, 2009). 
While taking into account the present views of these issues, it must also be stated that the aforementioned 
standard IFRS for SMEs has undergone a comprehensive review. Based on this review and proposed changes for 
small and medium-sized entities, on 3rd October 2013 the IASB issued Exposure Draft No. ED/2013/9 and the 
deadline for submitting comments is by 3rd March 2014 (IASB, ED/2013/9). The text of the Exposure Draft of 
IFRS for SMEs has been analyzed within this paper concluding that there are no changes proposed in section 34 
dealing with agriculture. An important fact results from this finding, and it is that the standard in its section dealing 
with measurement of biological assets and agricultural produce keeps applying the same solutions for all biological 
assets and agricultural produce and it is primarily based on the fair value, which it abandons only in case of undue 
cost and effort.  
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4. Results and discussion 
The previous chapter described a valuation method for biological assets according to the International Financial 
Reporting Standards both in its full version for quoted companies and for small and medium-sized entities. 
However, to get a complete view of the solutions mentioned, it is necessary to find out the opinions of economists 
and accounting staff of agricultural enterprises on the use of fair value in conditions of the Czech Republic. Their 
opinions (along with other analysed aspects) were found out by a questionnaire survey carried out within the 
research, which was focused on monitoring the knowledge/awareness of IAS/IFRS and readiness of such 
agricultural enterprises in the CR to implement these standards.  
The questionnaire survey largely dealt with the issues of biological assets and agricultural produce measurement. 
At first the respondents (economists, chief accountants) were explained what Standard No. 41 considers to be a fair 
value, when such a measurement is applied and for what purpose this measurement basis for biological assets and 
agricultural produce has been chosen. Questions that followed the above-mentioned theses were to describe 
responses to a different approach of IAS 41 to the valuation in the CR; therefore they were drawn up as unbiased 
open-ended questions. 
The greatest variability appeared in this part of the questionnaire. According to the stated thesis all respondents 
have understood the fair value measurement method, but all of them, in different ways, have also made it clear that 
if the quoted price shall be used for valuation, the data on quoted prices must be technically accessible and relatively 
stable over time. The compiled responses are summarized in the following graph:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. Evaluation of the benefits of the biological assets and agricultural produce measurement at fair value 
Source: authors´own data 
Determining fair value using the market price determination (of the most recent transaction, of similar assets, by 
sector benchmarks and the present value of future cash flows) was also the topic of the questionnaire. In case of 
measuring biological assets and agricultural produce using the most recent market price of the transaction provided 
that there have not been any significant changes in economic circumstances, the respondents conceived of the 
following under such changes:  
 
Definitely yes
Probably yes
Definitely not
Rather not
Do not know
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x significant changes in inflation,  
x significant price fluctuations due to natural influences, and 
x significant price fluctuations due to the regulation (national, or the EU regulation – under the common 
agricultural policy).   
As for the biological assets and agriculture produce measurement at the market price of similar assets with 
adjustment to reflect the differences, the respondents were able to indicate price adjustments using specific examples 
from their own companies (for example, for strawberries of another variety, etc.), but they expressed their concern 
about a high degree of subjectivity of these adjustments.  
In this context it is necessary to emphasize that by their answers in the questionnaire survey the economic staff of 
agricultural enterprises have showed their distrust of any subjective determination of valuation, because so far a 
subjective viewpoint in the legal regulation of the CR has been unacceptable (with the exception of estimate of 
economic life to determine book depreciation, etc.) and commented on in a negative way by auditors.  
The concept of present value of future cash flows from biological assets has been known only to 20 % of 
respondents, who, at the beginning of the questionnaire, admitted that they had been acquainted with the concept of 
IAS/IFRS through training. Although it was not training specifically for IAS/IFRS, they could understand this 
concept and were able to outline the method of calculation. However, these respondents pointed out to the difficulty 
and subjectivity in determining the interest rate used to discount cash flows and also to the difficulty of reliable 
determination of expected future gains. According to the respondents, a combination of these two values with a high 
degree of subjectivity makes such a valuation method implausible, or more precisely, it does not contribute the fair 
and true presentation of value of assets of a biological nature. 
The presented data show the opinion of respondents from agricultural practice in the Czech Republic, namely that 
the measurement of biological assets and agricultural produce at fair value would not lead to the extra improvement 
of accounting information. However, this opinion, to a certain extent, may result from the aversion to estimates and 
quoted prices, or more precisely to other ways of determining the price than the objective (conclusive) proof of costs 
expended on assets is.   
When monitoring the availability of information necessary for reliable measurement of biological assets and 
agricultural produce, the majority of respondents (86.5 %) took the view that the price of active market is more 
available for the agricultural produce and biological assets of a short production cycle (e.g. livestock for meat, etc.). 
However, as for these assets, the difference between the acquisition costs and future economic benefits is less 
significant, for costs expended on biological transformation and sale of results of such a biological transformation 
occur within one year, or more precisely in the short term. The remaining respondents either did not express their 
opinion, or their opinion lacked logical reasons.  
Valuation based on historical costs, to which the respondents referred in the course of the whole questionnaire 
survey, in their opinion, distorts mainly the amount of active items accounted for in fixed assets of agricultural 
enterprises (it concerns the assets of biological nature and also buildings, etc.).  
The positive aspects of measuring biological assets and agricultural produce at fair value have been defined by 
the respondents as follows:  
x a more reliable measurement, but only for the assets for which an active market exists,  
x a fairer measurement in case of joint production,  
x a description of biological transformation according to the actual condition – not only on the completion and 
realization, and  
x the possibility to revalue asset components at every balance sheet date to give fairer and truer presentation. 
The respondents have identified the following negative aspects of measurement of biological assets and 
agricultural produce at fair value:  
x the unavailability of quoted prices,  
x quoted prices are not related to prices for which the assets will be realized (if they are ever realized),  
x a high degree of subjectivity when determining fair value in an alternative way,  
x  the amount of work involved (administrative demands) when determining the fair value,  
x manipulability of data of basic financial statements, and 
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x emergence of unrealized gains/losses.  
The authors have drawn three conclusions. Firstly, the questionnaire survey has pointed out that the majority of 
respondents do not look with favour on using fair value, thus it may be presumed that solutions of Exposure Draft 
ED/2013/8 based on the choice between the fair value model and the cost model would be welcomed by agricultural 
enterprises in the Czech Republic when applying IAS/IFRS. Thus, the formulated hypothesis has been confirmed. 
Secondly, the authors agree with the concern of submitters of the Exposure Draft about the complexity and 
reliability of fair value measurement of bearer biological assets in the absence of markets for those assets, and about 
the volatility from recognising changes in the fair value less costs to sell in profit or loss. The solution in the form of 
choice of the measurement method, namely between the cost model and the revaluation model, thus follows the 
principle of fair and true presentation of facts; on the other hand, it may contribute to the further distortion of inter-
company comparison of financial reporting.  
The third idea (and a topic for discussion) results from the distinction, found by the authors, between the 
Exposure Draft solution related to the amended IAS 41 and the IFRS for SMEs. Both documents allow measurement 
of biological assets both at fair value and at historical cost. IFRS for SMEs defines solutions for all biological assets 
and agricultural produce and is primarily based on the fair value measurement, but entities can deviate from this 
valuation basis in case of undue cost or effort. However, as for the Exposure Draft No. ED/2013/8, the unabridged 
standards turn in another way, i.e. to earmark bearer biological assets and classify them under IAS 16 (Property, 
Plant and Equipment) that would allow a choice between the cost model and the revaluation model. This will result 
in the split of the scope of IFRS for SMEs sections from the scope of individual standards (in this case of IAS 16 
and IAS 41). Furthermore, this will also result in a different position of measurement bases – IFRS for SMEs will 
prefer fair value (even if it includes the possibility to deviate from it), IAS 16 will offer a free choice of the cost 
model or the revaluation model for certain biological assets. According to the authors of this paper, the difference 
discovered between the standard for small and medium-sized entities and the full version for large enterprises should 
be solved, especially because of the comparability of reported data of an entity over time. The solution arises either 
in the reappraisal of the proposed solution in the Exposure Draft, i.e. to leave bearer biological assets in the wording 
of IAS 41 and to introduce the cost model into this standard as an adequate measurement alternative, or, on the 
contrary, to amend IFRS for SMEs within the present review, which corresponds with the transition of bearer 
biological assets to IAS 16.  
5.  Conclusion 
This paper, in connection with the set objectives, has defined a measurement method of biological assets 
according to International Accounting Standard 41 as currently amended, which is based on fair value. It also 
informed about the IASB´s prevailing opinion that the fair value measurement is not suitable for mature bearer 
biological assets, as such assets do not undergo any biological transformation and therefore they are similar to 
property, plant and equipment for which IAS 16 is intended.  
The results of the questionnaire survey regarding opinions of respondents from agricultural enterprises in the CR 
on the fair value measurement have also been presented. The questionnaire survey confirmed the formulated 
hypothesis and identified the positive and negative aspects of measuring biological assets at fair value. The 
following conclusions, provoking further discussion, can be drawn: the principle of fair and true presentation is in 
contradiction with the extent of intercompany comparison of reported data, and the difference between solutions of 
IAS/IFRS and IFRS for SMEs is further growing.  
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